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Transportation Secretary Andres Caso Lombardo has endorsed the de-facto merger of Aeromexico
and Mexicana airlines. The endorsement has been widely interpreted as an indication that the
Transportation Secretariat (Secretaria de Comunicaciones y Transporte, SCT) will formally approve
the measure in a ruling due on March 17. In a signing ceremony held on Feb. 18 in connection with
the Aeromexico-Mexicana agreement, Caso Lombardo said: "There was no point in [continuing
the] doubling, tripling or quadrupling of services," seen as tacit support for the merger. Despite
Caso Lombardo's support, the Finance Secretariat (Secretaria de Hacienda y Credito Publico, SHCP)
which owns a 34% stake in Mexicana must also be consulted before the deal is finalized. While
little opposition is anticipated from the SHCP, Finance Secretary Pedro Aspe has not taken a public
stance on the matter. In the transaction, announced on Feb. 17, Aerovias de Mexico (parent company
of Aeromexico) exchanged 15% of Aeromexico stock for 44% of Mexicana stock. Until now, Grupo
Falcon was the majority stock holder in Mexicana (for previous coverage see SourceMex, 02/24/93).
While the two airlines will remain as independent entities, the deal in effect gives Aeromexico
control over Mexicana. Since Aeromexico already held 11% of Mexicana stock, the newly acquired
44% gives that company a 55% stake. Employees of the two companies may also be affected by the
move. On Feb. 25, the executive council of the Union of Aviation and Related Industry Workers
(Sindicato de Trabajadores de la Industria de Aviacion y Similares, STIAS) released a statement
expressing concern over possible layoffs. Still, the most likely consequence is a reassignment of
duties for 30% to 40% of the workforce from both airlines. Union workers at Mexicana said this
was expected to affect about 1,500 employees at that airline. The New York-based investment firm
Lehman Bros. believes the deal may have strengthened Aeromexico's financial position. Following
news of the transaction, in an internal report to its clients, Lehman Bros. upgraded Aeromexico stock
citing the company's bright intermediate- and long-term prospects. According to the report, issued
on Feb. 25, the move effectively gives Aeromexico control over 80% to 85% of Mexico's air travel
market. (Sources: Notimex, 02/22/93, 02/24/93, 02/25/93; El Financiero International, 03/01/93; Wall
Street Journal, 03/02/93)
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